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KEY ECONOMIC INDICATORS 


Percent Change 
FY 1972 FY 1973 FY 1974 FY 1972/73 FY 73/74 


INCOME, PRODUCTIQGN, EMPLOYMENT 


GDP at current prices (est.) 1,020 1,072 1,146 8.2 6.9 

GDP at constant FY 1965 prices (est.) 638 632 644 2.0 1.9 

Per Capita GDP at current prices (est.) 
(Unit one Rupees) 87 90 94 6.4 

Per Capita GDP at constant FY 1965 (est.) 
Prices (Unit one Rupee) 55 53 53 Nil 

Agricultural Production (Total) (‘000 MT.) 4,154 3,973 4,391 -4.4 _ 
Foodgrains (‘000 MT. ) 3,493 3, 303 3,708 -5.4 12.3 
Cash Crops (‘OOO LT.) 661 670 683 1.4 1.9 


MON EY AND PKICES 

honey Supply ) 128, 2* 18.1 

Public Debt 44.4% 17.2 
Fxternal : 25.7% -1.0 


Interest Rates 

Central Bank (Treasury Bills) (percent) 3.0 Nil 
Commercial bank (Prime) 7.0 Nil 
Commercial Bank (Average) j Fe Nil 
Retail Price Index (1962-62 = 100) 213.5% 


BALANCE OF PAYMENTS AND TRADE 


Gold & Foreign Exchange Reserves 120.2 136.3 
Exports, Total (est.) S250 38.8 
U.S. Share 1,1** Ry 
Imports, Total (est.) 72.90 Biel 
U.S. Share 7.7%* G.3 


All values in million of U.S. dollars. Percentage changes are figured in local currency. 
Exchange Rate for FY 1972: U.S. $ 1,00 = NRs. 10.2 
Exchange Rate for FYs 1973 and 1974: U.S. $ 1.00 = NRs. 10.5 


*Nine Months’ Figures only. **Nine honths' Figures only. 

#Nepal Rastra Bank's holdings only as of mid-April 1974. 

Nain Imports from U.S.: Construction machinery, chemical products, aircraft and 
parts, research equipment, and telecommunications 
equipment (quantities and values not available). 


Source: Central bureau of Statistics, HMC; Nepal Rastra (Central) Bank: 
HMG Ministry of Food and Agriculture; and Imbassy estimates, 





SUMMARY 


By U.S. standards, opportunities for sale of American products in Nepal 
remain’ limited. Nepal is an agricultural economy, with nearly 90 percent 
of its people engaged in agricultural pursuits. Per capita annual income 
is probably no more than $80, and many Nepalese live on a subsistence 
level outside the monetary economy. The local market is therefore small, 
and the great distance separating Nepal from the United States provides 

@ competitive advantage for other exporters. Two way trade between the 
U.S. and Nepal has recently averaged about $3 million, 


Despite these drawbacks there are increasing opportunities in Nepal which 
will appeal to some American companies. Most of these opportunities will 
be related to projects being financed by the international lending 
institutions such as the IBRD and the ADB. Most will deal with the 
building of infrastructure. The areas offering the best potential for 
American sales are the transportation, communications, agro-business, 

and tourism sectors. Within the transportation sector, U.S. firms may 
be interested in the design and construction of roads and new airport 
facilities, and the sale of trucks and aircraft. The tourist sector will 
provide opportunities for investment, engineering services, and the sale 
of equipment for new hotels. Moreover, Nepal has enormous potential for 
hydro-electric development which is only now beginning to receive greater 
attention. 


Within the last year the GON has adopted a new policy to govern industrial 
investment, has elaborated new directives to guide agricultural development, 
and has been working on a New Five Year Development Plan to begin in 

FY 1975/76. Inflation, a shortage of Indian currency, and a growth rate 

in population which appears to be outpacing economic growth, are the main 
problems affecting the economy. Tourism and rising convertible foreign 
exchange reserves continue to be the economy's strong points. 





Current Economic Situation and Trends 
Introduction 


Nepal is listed by the United Nations as among the 25 least developed 
nations in the world. Over 90 percent of its population, estimated at 
somewhat over 12 million, is dependent upon agriculture as the principal 
source of income and nearly two-thirds of Nepal's gross domestic product 
(GDP) is derived from the agricultural sector. The state of Nepal's 
economy is therefore determined largely by its agricultural production, 
which to a large extent still reflects weather conditions. The contri- 
bution of industry to Nepal's GDP over the past several years has not 
exceeded ten percent of total GDP and has primarily reflected production 
from cottage industries. 


Over the last year, Nepal's economy has suffered from rapidly rising 
prices. Inflation, which had been a moderate problem a year ago, is now 
@ major problem, particularly with regard to prices of some essential 
commodities and development materials, which have risen as much as 40 
percent during the last year. To control inflation, the GON has recently 
taken new measures. These include adoption of a tight money policy, 
largely implemented by increasing interest rates on bank deposits and 
loans; rationing of some essential commodities; liberal use of foreign 
exchange reserves for importing consumer goods and development materials; 
institutionalization of rice export trade; and the placing of greater 
priority in the new budget on productive projects which will show an 
early economic return, Since most of Nepal's development and consumer 
goods have to be imported from abroad, the rise in international price 
levels, especially the Indian price level which has risen by nearly 30 
percent, will directly affect Nepal. Nepal has suffered from shortfalls 
in agricultural production for the three years preceding the last year. 
These shortfalls had an adverse impact on Nepal's exports of foodgrains 
to India, resulting in large drawdowns of Nepal's holdings of Indian 
currency reserves. As imports from India still account for more than 

80 percent of Nepal's foreign trade, the generation of Indian currency 
earnings is essential to Nepal's economic growth. The situation was 
further aggravated by the oil crisis which caused disruptions in the flow 
of supplies and led to shortages of several commodities. There was, 
however, some improvement in the agricultural sector in FY 1974, with 
production being up about 12 percent over the depressed level of the 
previous year. 


Tourism continued to be the bright spot in the economy with entries and 
receipts both rising significantly. The Ten-Year Tourism Master Plan, 
which was adopted in FY 1973, is being implemented gradually in spite of 
delays in hotel construction caused by shortages of construction materials. 
Nepal's political climate remains conducive to progress, with King Birendra 





and the Government dedicatedto the task of economic development. In 
this connection, the Government has introduced a new industrial policy, 
effective from FY 1975, which aims at making industrial investment 
more attractive and stimulating industrial development in a balanced 
manner throughout the country. Similarly, a ten-year agricultural 
development plan has been drafted to attempt to improve performance 

in the agricultural sector. 


As a complete system of national accounts has not yet been established 
in Nepal, gross domestic product figures are based on compilations and 
estimates by the Central Bureau of Statistics. From these figures, 

it appears that there has been little growth in real terms during the 
last three years. Gross domestic product at current prices is estimated 
to have increased by 8.2 percent in FY 1973 to $1.07 billion and by 6.9 
percent in FY 1974 to $1.15 billion. In constant FY 1965 prices, the 
growth in GDP is estimated at only 2.0 percent in FY 1973 and 1.9 per- 
cent in FY 1974, lower than the growth rate in population, estimated 
at over two percent annually. While the Government's economic planners 
are not satisfied with this performance, it should be noted that sub- 
stantial progress has been made in infrastructure provision, especially 
in roads, transportation, and communications. 


The Government's overall budget deficit has been growing during the 
past few years as a result of substantial increases in development 
expenditures which have outpaced increases in revenues. The deficits 
have been financed by foreign grants, internal and external loans, 
and Treasury drawdowns. Total budgetary expenditures during FY 1975 
are estimated at Rs. 1,740.89 million ($165.8 million), an increase 
of 32.9 percent over the previous year's revised estimate. Develop- 
ment expenditures account for about 66 percent of total expenditures; 
about one-fourth of the development expenditures will be financed by 
foreign grants. The GON has given more emphasis to social and equity 
consideration in the new budget. In this respect, it is noteworthy 
that expenditures have been increased in the least developed regions 
of the country. For example, 20.5 percent of the FY 1975 development 
budget has been allocated for use in the Far Western Development 
Region, as compared to 13 percent in FY 1974. 


It should be noted, however, that GON budget estimates of expenditures 
are traditionally from 15 to 20 percent greater than eventual realized 
expenditures. Actual FY 1975 expenditures may therefore be closer to 
Rs. 1,450 million, an increase of approximately 11 percent over the 
revised estimates for FY 1974. Moreover, the real level of expenditures 
would be much less if deflated for price increases. Based on overall 
price increases of about 22 percent in FY 1973/74, the deflated rise 

in expenditures would be reduced from 33 percent to about 11 percent. 





Revenue from domestic sources in FY 1975 is estimated at Rs. 959.7 million 
($91.4 million), an increase of 31.6 percent over the previous year's 
revised estimate. Of the total, Rs. 42 millions ($4 million), about 4,4 
percent, is estimated to come from new tax proposals, with Rs. 70 
million ($6.6 million), equal to 7.2 percent, derived from improved tax 
administration. The overall deficit is placed at Rs. 781.14 million 
($74.39 million) compared with last year's overall deficit of Rs. 580.35 
($55 million). With Rs. 337.44 million ($32 million) to be covered 
through grant foreign aid, the net deficit is estimated at Rs. 443.7 
million G42 million) which will be financed through internal loans 

(45 percent) and foreign loans (55 percent). As future increases in 
domestic revenues, which are derived largely from customs duties and 
land and excise taxes, will be limited, external assistance in the form 
of grants and loans for development will continue to remain an important 
source of budget financing for the coming years. 


Balance of payment figures are not available because of incomplete 
figures on Indo-Nepal trade, which accounts for most of Nepal's trade. 
Continually increasing foreign exchange reserves indicate, however, 

that Nepal continues to fare well in its transactions with overseas 
countries. Nepal's holdings of gold and foreign exchange reserves, 
including Indian currency, amounted to Rs. 1,431 million ($136.3 million) 


at the end of FY 1973, an increase of about 17 percent over the previous 
year. During the first nine months of FY 1974, official reserves ex- 
cluding commercial banks’ holdings increased by seven percent over the 
corresponding FY 1973 total to Rs. 1,359.5 million ($129.48 million), 
sufficient to cover Nepal's total imports for one year. 


Despite continuing efforts Nepal's attempts to diversify its trade has 
proceeded slowly. During FY 1973, merchandise exports to overseas 
countries, with jute the principal commodity, rose only slightly, while 
imports increased significantly, resulting in an overseas trade deficit. 
Invisible receipts, especially receipts from tourism, which increased 
from a level of $5 million in FY 1972/73 to $8.5 million in FY 1973/74, 
rose sharply, however, offsetting the trade deficit as well as a decline 
in receipts from Gurkha remittances, Increases in interest received on 
foreign exchange reserves and foreign aid receipts also contributed to 
the increases in Nepal's total foreign exchange holdings. For FY 1975, 
the budget projects a deficit of Rs. 97.3 million ($9.27 million) in 
hard currency accounts indicating a greater use of foreign exchange in 
order to increase supplies of essential consumer and development goods. 
(Previous budgets have contained similar projections of deficits in 
foreign exchange transactions, but due to underestimates of revenues and 
shortfalls in expenditures, the budget has always ended in surplus rather 
than in a deficit position.) Hard currency earnings from both tourism 
and jute exports are expected to rise in the future as both of these 
sectors are being developed with greater priority. 


While its foreign exchange position was strong, Nepal's Indian currency 





reserves have continued to fall. Official holdings of Indian currency 
declined to Rs. 130.7 million ($12.45 million) in mid-July 1973 as com- 
pared to Rs. 178.7 million ($17.02 million) in mid-July 1972. The main 
reason for the decline was the shortfall in foodgrains output, due to 
adverse weather conditions, which resulted in a decline in exports of 
foodgrains to India. During the first nine months of FY 1974, Nepal's 
holdings of Indian currency increased slightly to total Rs. 139.3 
million ($13.27 million), still well below the level of FY 1972. Given 
the degree of its dependence on India as a supplier of essential imports, 
Nepal's ability to increase its earnings of Indian currency will be a 
major determinant of the pace of future economic development. 


Development Plan 


Nepal's current Five-Year Plan (1970/71 - 1974/75) was implemented in 
July, 1970, with the objective of achieving a four percent annual growth 
rate in national income, a 16 percent increase in foodgrains production, 
and a 40 percent increase in production of cash crops. A review of the 
progress made during the past four years reveals that the Plan has not 
been able to achieve its targets. The average annual growth rate in real 
terms had not been over two percent, which has been insufficient to offset 
the population increase, Foodgrains production, affected by bad weather 
conditions and administrative shortcomings, increased by only seven percent, 
while production of cash crops increased by 15 percent compared to produc- 
tion in the year prior to implementation of the Plan. Nevertheless, 
achievement under the Plan in the provision of physical infrastructure, 
especially roads and transportation and communications facilities has been 
notable. Since inception, the Plan has undergone several modifications to 
improve performance, including a subdivision of goals into a new two year 
program initiated in FY 1973. Modifications have emphasized the social 
aspects of economic development and the importance of a more equitable 
distribution of income through regional planning. Establishment of four 
regional growth centers in Dhankuta, Kathmandu, Pokhara and Surkhet, 
formation of a National Development Council with the King as Chairman, 

and reorganization of the National Planning Commission are some of the 
efforts undertaken during the period to stimulate development programs. 

In a related development, the new National Education System Plan was 
adopted with the objective of tailoring educational facilities to better 


respond to actual manpower requirements needed for economic development. 
A greater emphasis has consequently been placed on vocational training. 


In February 1973, the Nationa] Planning Commission submitted to the National 
Development Council a preliminary draft outline containing basic principles 
for Nepal's Fifth Plan (FY 1975/76 - FY 1979/80). The main objectives as 
outlined in the draft are: (a) maximization of national production, 





particularly of essential commodities; (b) maximum utilization of the 
labor force through labor-intensive projects; and (c) balanced regional 
development by integrating different regions within each of four 
development zones. The draft outline of the Plan envisages a five per- 
cent annual growth rate, with a total development outlay of Rs. 10,110 
million ($962.86 million). The major features of the Plan, compared with 
the current Plan, are a greater proportion of resources allocated to 
agricultural and social projects than to physical infrastructure; a 
greater proportion of resources mobilized from domestic rather than ex- 
ternal sources; and a greater increase in funding obtained through 
foreign loans as opposed to foreign grants. The draft plan which is 
still under review is expected to be released before the end of the 
current year. 


Agriculture 


Following two successive years of stagnation, mainly owing to adverse 
weather conditions, agricultural production in FY 1973 declined by 4.4 
percent to 3.97 million tons. Most important, paddy production suffered 
a decline of 14 percent due to drought conditions. With improved weather 
conditions, production was up in FY 1974. Total agricultural production 
increased by 10.5 percent compared to the previous year. While foodgrains 
production was up by 12.3 percent, cash crops increased by less than two 
percent. Nevertheless, production of cash crops as a proportion of 
foodgrains has increased during the last several years, indicating some 
progress in crop diversification, which has long been a basic element 

in Nepal's agricultural policy. 


In April 1974, the Government announced new guidelines which will be used 

to formulate a Ten-Year Agricultural Development Plan. Considering 
agricultural development as the main road to economic progress in Nepal, 

the new plan includes programs for implementing institutional and organizati onal 
reforms, and for creating favorable conditions for increased production of 
foodgrains and cash crops through use of labor-intensive technology, 
agricultural research, coordinated agricultural extension programs, and 
improved credit and marketing facilities. The new policy will serve as a 

basis for programs included in the Fifth and the Sixth Five Year Develop- 

ment Plans. 


industry 


As industrial production accounts for only ten percent of Nepal's gross 
domestic product and as most essential commodities are imported, industry 
is not yet an important component in Nepal's economy. Data on industrial 
production in Nepal is available for only 14 products, and shows a mixed 
trend. During FY 1973, the output of liquors, sugar, tea, soup and 





stainless steel utensils increased significantly, with increases ranging 
from 35 percent to 85 percent. Production of synthetic textiles and 
nylon buttons, on the other hand, fell sharply by 99 percent and 74 per- 
cent respectively. Estimates suggest that industrial production during 
FY 1974 approximated that of FY 1973, with the exception of matches, and 
soap which registered sharp declines because of the short supply of raw 
materials. (Production of stainless steel utensils in Nepal has now 
virtually stopped as the Trade and Transit Treaty with India restricts 
freely imported goods into India to those that have a high domestic 
value added content and contain at least 90 percent Nepalese and Indian 
materials. The principal reason for the increase in production of stain- 
less steel utensils in FY 1973 was the availability of sizable stocks of 
raw materials imported before the ban of such exports to India.) 


The Government's Two Year Industrial Program initiated in FY 1973, which 
projected total investments of Rs. 52 million in the industrial sector, 
had little impact, as holders of domestic private capital continued to 
prefer to place their money in less risky and quick profit-yielding 
business, such as commerce and trade. Nepal's first cement factory, at 
Chovar, outside Kathmandu, which was scheduled to be completed in early 
1974 was delayed due to delays in arrival of necessary machinery and 
shortages of construction materials. It is now expected to be completed 
in late 1974. Recognizing the difficulty of attracting private capital 
to industrial investment, the Government's Two Year Program had provided 
for the establishment of priority industries such as cement, vegetable 
oil, ghee, cotton textiles, and medicine within the public sector. With 
progress to date having been marginal, the GON has laid plans for greater 
efforts during FY 1975. Introduction of the new industrial policy, which 
became effective in July 1974, may serve to stimulate industrial develop- 
ment, and the psychological climate for investment may now be improved, as 
the Government has made a concerted effort to assuage private sector 
fears by reaffirming its adherence to a mixed-economy approach to develop- 
ment. In this connection, the new industrial policy makes a clear-cut 
demarcation between areas where Government investments will be made and 
areas which will be left for the private sector, 


Tourism 


Tourism is rapidly becoming a major industry and an important foreign 
exchange earner for Nepal. A total of 68,047 tourists visited Nepal in 


1973, an increase of 28.4 percent over the previous year, Despite 
disruption to travel caused by the oil crisis tourist arrivals in Nepal 

are continuing to increase. During the first quarter of 1974, the increase 
was approximately 11 percent over the same yeriod of the previous year, With 
this trend expected to continue, tourist arrivals should total 75,000 in 
1974. Budget figures indicate that the Government is expecting tourist 





revenues to total over $11 million in FY 1974/75. (These figures do not 
include the increasing numbers of Indians visiting Nepal on vacation or 

on religious pilgrimages.) The shortage of hotel accommodations remains 

the major restraint to further expansion in tourism in Nepal. Although 
there has been some expansion in hotel facilities over the past two 

years, the demand for first class hotel accommodations still far exceeds 

the supply, with most of the major hotels fully booked for the main 

tourist season nearly me year in advance. Further expansion in hotel 
facilities is, however, underway. Licenses for establishment of nine 

new hotels ranging from the two-star to four-star category were issued 

in June 1974. Some of these hotels will be completed by 1976. In the 
meantime, an acceleration in the Government's tourism promotional activities, 
the lengthening of Kathmandu's airport runway which is expected to be 
completed in 1974 and which will enable large jets to land in Kathmandu, 

and the coronation of King Birendra in February 1975, will no doubt increase 
the demand for Nepal's already limited facilities. 


Progress is being made in the implementation of Nepal's Ten-Year Master 
Plan for the development of tourism, which was adopted in FY 1973. The 
Plan calls for the restoration and preservation of cultural, historical, 
and religious monuments; the creation of tourist centers in various 
parts of the country; and the expansion and upgrading of present tourist 
facilities, including accommodations, shopping, sightseeing, and enter- 
tainment, 


Implications for the United States 


Nepal's great distance from the United States, the small size of the local 
market and the low demand for sophisticated products, the traditional trade 
ties with India, and the strong competition from countries with price or 
transport advantages has thus far kept U.S.-Nepal trade at relatively low 
levels, amounting to an average annual trade of $3 million. There is no 
discernible trend in direct U.S. exports to Nepal. The total for any 

year can be greatly affected by one order, as in 1972 when U.S. exports 

to Nepal rose to $8.6 million, reflecting the sale of a Boeing 727 jet 
airliner to the Royal Nepal Airlines Corporation. India continues to be 
Nepal's major trading partner, accounting for over 80 percent of Nepal's 
trade; India is also the source of most of the foreign capital invested 

in Nepal. While there has been some incipient interest in mineral, mining 
and petroleum ventures, the only U.S. investment in Nepal has been limited 
to one small tourist hotel. Prior to the oil crisis, and the concern it 
engendered over the tourist industry several international hotel chains 
had been interested in bullding new hotels in Kathmandu. Unfortunately, 
nothing has yet been done. Tourists continue to pour into Nepal and 

hotel accommodations continue inadequate. While some implementing regu- 
lations have yet to be worked out, industrial investment in Nepal is now 
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subject to the Government's new industrial policy. It provides for 
annual repatriation of ten percent of foreign capital invested and 25 
percent of the profits made on such capital; exemption from import 
duties for machinery and equipment; long-term credits on favorable terms 
depending upon the priority attached by the Government to the particular 
investment; and tax holidays ranging from three to eighteen years 
depending upon the amount of capital investment and attendant employment 
opportunities. Industrial ventures with a total investment of $500,000 
or more may be wholly owned by foreigners. For newly established joint 
ventures with a total investment between $100,000 and $500,000 foreign 
ownership up to 49 percent is permitted. 


In view of continuing and expanding Government expenditures on development 
projects, there will be increasing opportunities for provision of materials 
and equipment, for engineering and design services, and for feasibility 
studies in sectors as diverse as transportation, tourism, agro-business, 
telecommunications, hydro-electric powers, and aviation. Many of these 
opportunities will be connected with credits from international lending 
institutions. While opportunities by U.S. standards are at present 
limited, there are projects and potential sales which will appeal to some 
companies. Moreover, U.S. businessmen should examine the Nepalese market 
not only for the limited sales opportunities at present, but also for the 
long-term potential of the market. U.S. firms may be able to develop 
sales through response to Government tenders. Many items such as heavy 
construction equipment, automobiles and parts, office equipment, etc., 

are imported directly by Government departments for their own use or 
through state-owned National Trading Ltd. In most cases, U.S. firms 

doing business in Nepal have found it advantageous to obtain the services 
of a competent local representative. Close contact with the appropriate 
authorities in Government departments as well as knowledge of local 
market conditions are essential to commercial success in underdeveloped 
countries like Nepal. 


IBRD-IDA projects in Nepal provide opportunities for U.S. firms. One 
American firm has been supplying telecommunication equipment to Nepal under 
the proceeds of an IDA loan for the communications sector. In the tourist 
sector, the IBRD has committed $4.2 million for the expansion of the 
Annapurna Hotel, and for construction of a new hotel, the Yak and Yeti 

for which prequalification tenders were issued some time ago through Nepal 
Industrial Development Corporation. Additional tenders will be issued for 
ancillary equipment. Tenders for the Narayani Irrigation Project, to be 
financed by an IDA credit of $6 million, have begun to come out for pumps 
and tubing. IDA has also recently agreed to extend a loan of $7.8 million 
to Nepal for a drinking water and sewage project for Kathmandu Valley and 
Pokhara. An American firm has won the contract to do the design phase of 
the project and to supervise construction; tenders for materials and 
supplies have not yet been issued. Nepal has also received an IDA credit 
of $6 million to finance projects for the removal and sale of timber in 
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the Terai for resettlement. This may provide opportunities for the sale 
of American logging and saw-milling equipment. 


Development in the aviation sector provides opportunities for U.S. firms. 
With the acquisition of a Boeing 727 by Royal Nepal Airlines Corporation 
(RNAC) in 1972, Nepal entered the jet age. The GON is known to be 
interested in acquiring new routes for RNAC and may therefore be in the 
market for an additional jet in the not too distant future. For some 
time the Government has been considering the purchase of additional 
helicopters and although no decision has yet been made American firms 
have been actively pursuing this opportunity. Given the nature of Nepal's 
terrain, helicopters will undoubtedly be an important factor in Nepal's 
future transportation network, and American helicopters should be in a 
good competitive position vis-a-vis European competitors. Work is 
continuing on the improvement of Nepal's airport under proceeds of an 
Asian Development Bank loan. Designs are now being drafted for a new 
terminal building at Kathmandu's Tribhuvan Airport, with tenders expected 
to be ready in about six months. 


Opportunities for U.S. firms have also been increasing in the surface 
transport sector with the rapid development of roads in Nepal. The Nepal 
Transport Corporation is considering a program for the acquisition of new 
trucks, needed for both domestic service and to transport goods from 
Calcutta's port. Under the 1971 Trade and Transit Treaty with India, 
Nepal is permitted to transport goods through India in sealed containers 
and Nepal lacks trucking facilities of this type. Information has been 
requested from major American manufacturers of engines and bodies and 
responses from several firms have been received. 


Activities of the Asian Development Bank have also increased significantly. 
Loans authorized to Nepal now total $40.71 million, with the most recent 
projects providing funds for the procurement of equipment for agricultural 
development, including 150 tractors, 300 power tillers, 120 mechanical 
dryers and cold-storage units. Tenders have also been issued for the 
construction of the ADB-supported Hetauda-Narayangarh Highway, estimated 
to cost $11 million. 


Over the longer term there should be good opportunities for U.S. firms in 


the hydro-electric field, where opel has enormous potential which is only 
now beginning to be developed. le still a long way down the road, the 


billion dollar Karnali Project is receiving increased attention from both 
the GOI and the GON. With increasing fuel costs and growing shortages of 
power in India, the economics of the Karnali Project have become more 
attractive. Leaving aside the giant Karnali Project, there are a number 
of smaller hydro-electric projects which are now on the drawing boards 
that will provide opportunities for sales of U.S. equipment. These will 
be reported as the Government's plans become more concrete, 


OWTIOy, 





